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CAN THE AMERICAN 
ECONOMY MEET THE 
POSTWAR CHALLENGE?P 


Mr. Jacosy: Gentlemen, the war has shown us that the Ameri- 
can economy is capable of meeting some pretty tough challenges 
when there is general agreement by the American people on what the 
goal of its operation should be. I suspect that, after the war, the suc- 
cess with which we meet the postwar challenge will depend upon 
common agreement on the goal. What is the postwar challenge? 


Mr. WaAtsu: That is an easy one; of course, it is jobs. Most 
people who have jobs today are really genuinely worried about 
whether those jobs are going to disappear in the postwar era. 

We all remember the unemployment of the thirties; ‘we remember 
that the unemployment had not been cleared up at the outbreak of 
the war. Indeed, in 1940 there were some nine million people un- 
employed, so our goal after the war, in the opinion of the labor 
movement of the C.I.0., for example, is jobs that are good, with 
real fair wages for all people able and willing to work. 


Mr. Jacosy: I suppose that the Committee for Economic De- 
velopment, which is a national organization of businessmen that is 
planning for high levels of postwar production employment, would 
agree with that as a goal, would they not? 

Mr. BEnTOoNn: Yes. We have arrived at approximately those same 
figures. We have interpreted them in still another way. I think, 
Walsh, that you will agree that every C.I.O. member, when he 
thinks of the goal, looks at that weekly pay envelope that he takes 
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home at the end of the week. Interpreting those figures into terms of 
money, we estimate that we will have to have, in this country after 
the war, a 35 to 50 per cent higher national income, which, of course, 
means a higher standard of living than in 1940. We must have that 
to provide the needed employment if these jobs are going to be pro- 
ductive jobs—the kind of jobs we all want in this country. 


Mr. Jacosy: As I recall, Benton, those figures you cited are the 
estimates of the Department of Commerce and of the Federal Re- 
serve Board. 


Mr. Watsu: They are good, authoritative figures on which, I 
think, we would all agree. 


Mr. BENTON: I would like to make one further comment upon 
the goal, because we are talking about a goal here rather than a pre- 
diction or a promise. It seems to me that there is much evidence 
that that goal is attainable, not only because of the figures on war 
production which you cited at the start of the program, but be- 
cause, since 1900, new and better machines and new methods have 
more than tripled the output per man-hour in American industry 
and American production. 


Mr. JAcosy: Benton, you and Walsh have stressed the economic 
goals of the postwar era. I would like to ask Mr. Rum] whether he 
thinks we can define the challenge of the postwar era in terms of 
economic factors like jobs and income. 


Mr. Rumt: Our postwar objectives must go way beyond the 
economic, although, of course, the economic is the underpinning for 
the rest. We want the firm establishment of peace; we want reduc- 
tion of prejudice, disease, and ugliness; and, of course, we want to 
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abolish poverty and mass unemployment, which themselves are 
part of the economic problem. 


Mr. BENTON: One problem which is posed in this discussion of 
goals is that people often misunderstand the definition of a goal and 
take it in terms of a promise. We have had that problem in the 
Committee for Economic Development. 

I know that Mr. Paul Hoffman, who is president of the Stude- 
baker Company and who is chairman of C.E.D., has been open to 
the charge that he is making rash predictions. Actually all he is 
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doing is trying to set up a goal. I remember that at a dinner party 1 
one night a smart woman who was one of my guests turned to Mr. 
Hoffman and said, “Mr. Hoffman, I understand that your program 


for after the war is a Studebaker in every pot and a chicken in every 
Studebaker.” 


Mr. Jacosy: Benton, you have provided us with a supplemen- 
tary paper that has been published by the Committee for Economic 
Development recently, which you prepared for it but for which you 
are solely responsible, that sets up a twelve-point framework for 
postwar policy in the economic sphere. I suggest that we look at 
these twelve points that you have laid down, one by one. There are 
two kinds of points, as I read them—there is a set of points that is 
more or less the traditional, generally accepted philosophy on the 
part of business leadership, and there is a set of points that is un- 
traditional—that is new." 

Let us look first at the more or less traditional points. 


Mr. Benton: They are all long-range points—none of them deals 
with the immediate reconversion or transition problems. 


Mr. Jacosy: That is true. Your first point is that the common 
good is superior to the economic interest of any private group. Do 
_ we all agree on that? 


Mr. Rumi: I am not clear, Benton, what you mean exactly by 
the common good. Tell me, is the common good consistent with the 
preservation of individual human rights? 


Mr. Benton: What I mean by that phrase is an objective that 
will strengthen and enlarge the Bill of Rights, not supplant it. By 
the common good I do not mean the collective good, which is quite 
a different thing, as the Nazis and Fascists know. 


Mr. Jacosy: Very good. Another of your points, Benton, is that 
the economic system which the American community has chosen is 


1 See pages 21-33 for the complete text and discussion of the twelve-point 
program, as reprinted from Fortune magazine, October, 1944. 
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- called the free-enterprise system. Is that a point on which we can 
concur? 


Mr. Watsu: I would like to hear what Benton’s definition is, first, 
before I decide. 


Mr. Benton: I wrote in this document, to which Jacoby refers 
and from which we are quoting today, two columns trying to define 
what a free-enterprise system is, and I do not claim that I have 
more than a tentative definition. People have been trying to define 
a free-enterprise system for a long time. One of the political leaders 
of this country told me about a year ago that he had been looking 
for the definition and had not found one yet that suited him, but I 
will give you my topic sentence. I define the free-enterprise system 
as placing maximum dependence upon competition and the free 
play of prices to determine who shall produce what; maximum de- 
pendence upon profit rather than upon compulsion or prestige as an 
incentive; and maximum emphasis upon free, personal choice among 
the economic opportunities, be they goods or jobs, that are available 
to men. 


Mr. WaAtsu: That definition seems pretty good to me. However, 
I am inclined to fight shy of words and of definitions until we can 
find out what their meaning is in terms of men’s behavior. 

Free enterprise, for example, has been differently defined by 
people who subscribe to it at the same time. It has been differently 
defined historically over time. I daresay that your definition, Ben- 
ton, would be subscribed to, at least roughly, by such different 
people say as Henry Wallace and Earl Browder today—possibly by 
Franklin Roosevelt and Thomas Dewey. Therefore, I am very eager 
to know what you mean by that, and I suggest that we discover 
what is meant by that definition by going into these subsequent 
points. 


Mr. Jacosy: All right, in the next point Benton asserts that, in 
that part of our economic system where free enterprise can best 
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serve the common good, the people, through their government, must 
lay down stable rules of the game. 

That impresses me as being a very valid and important point. It 
has always seemed to me that the failure of business to expand and 
to bring about conditions of high-level employment in the country 
has primarily not been due to an adverse tax system or adverse labor 
relations or other economic policies but due to the terrible uncer- 
tainty and constant change that confronts it. I believe, as someone 
pointed out recently, that we have had fifteen changes in the tax 
laws in the past few years. 


Mr. Benton: Expansion, of course, often comes because of the 
hope of the enterprisers of what is going to happen rather than any 
assurance or knowledge he has of what is now happening. I do not 
think that there is any doubt that stability of rules, if reasonably 
assured, will provide many enterprisers with more hope for the 
future. 


Mr. Watsn: With one footnote, however—namely, that we are 
living in a world in which changes are accelerated; they are con- 
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centrated; they are occurring all over the world; and we would be 
naive, in my opinion, if we thought we could construct rules that 
would stay and would be relative to the common good, as you put it. 
They have to be changed, and we must not make a goal in itself out 
of stable rules. 


Mr. Benton: J agree with that. 
Mr. Jacosy: Nor should we make a goal of change. 
Mr. Watsu: That is right. 


Mr. BENnTON: Perhaps we could make a goal of the stable prin- 
ciples around which the rules will change. 


Mr. Jacosy: Let us get on to the next point that Benton men- 
tions in his twelve-point framework. He says that essential to this 
system of free enterprise is a climate in which new, small, and inde- 
pendent businesses can be conceived and born and grow. I take it 
that we all agree with this plug for small business. 


Mr. WALSH: I suppose so in a way, but here again let us get be- 
hind the words. I am not absolutely certain that Benton means what 
he says; or, to put it differently, I am not sure that he knows what 
he means. I would like to hear him enlighten us on this. 


Mr. Benton: I know that I mean what I say when this is applied 
to myself personally, because I have always been a small-business 
operator myself. That, in fact, is part of the role that I have at- 
tempted to play in the Committee for Economic Development. We 
have a committee on the special problems of small business in 
C.E.D., which is trying to implement in its action these words that 
make you skeptical. We have come out with instructions for our two 
thousand community committees throughout the country on how 
to tackle—in fact, even to the point of tackling heroically—these 
special problems of small business. We advocate the rigid enforce- 
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ment of the anti-trust act; and, in other ways, we lay out sugges- 
tions for these community committees.” 


Mr. Rumi: Imagine a condition in this country where small 
business would decline and perhaps disappear. You can be sure 
businessmen would not like that. 


Mr. Watsu: It depends upon what businessmen you are talking 
about. Lam sure that those businessmen who came out ahead would 
not mind it at all. It would be only those who lost in the game. that 
would be worried about it. 


Mr. Rumi: Even those who came out ahead would not like it 
after it had happened. 


Mr. Watsu: I want to add one other point. I am not sure that 
Benton here, who expresses a good deal of reliance upon the Sher- 
man Anti-Trust Act, would agree with me or not, but, in my opin- 


2 The Sherman Anti-trust Act says, in part: “Every contract, combination in 
the form of trust or otherwise, or conspiracy, in restraint of trade or commerce 
among the several States, or with foreign nations, is hereby declared to be illegal. 
Every person who shall make any such contract or engage in any such combina- 
tion or conspiracy, shall be deemed guilty of a misdemeanor, and, on conviction 
thereof, shall be punished by fine not exceeding five thousand dollars, or by im- 
prisonment not exceeding one year, or by both said punishments, in the discre- 
tion of the court. 

“Every person who shall monopolize, or attempt to monopolize, or combine 
or conspire with any other person or persons, to monopolize any part of the trade 
or commerce among the several States, or with foreign nations, shall be deemed 
guilty..... Every contract, combination in form of trust or otherwise, or con- 
spiracy, in restraint of trade or commerce in any Territory of the United States 
or of the District of Columbia, or in restraint of trade or commerce between any 
such Territory and another, or between any such Territory or Territories and 
any State or States or the District of Columbia, or with foreign nations, is hereby’ 
declared illegal. Every person who shall make any such contract or engage in any 
such combination or conspiracy, shall be deemed guilty of a misdemeanor, .... 
That the word ‘person,’ or ‘persons,’ wherever used in this act shall be deemed to 
include corporations and associations existing under or authorized by the laws 
of either the United States, the laws of any of the Territories, the laws of any 


States, or the laws of any foreign country.” This statute was passed on July 2, 
1890. | 
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ion, that act has been pretty futile. The great pressure has been 
toward increasing the size of business enterprise and diminishing 
the number of units until it is at the point now where a man who 
wants to go into business does not have any alternatives except 
starting a beauty parlor or another gas station on still another cor- 
ner. Even in farming, for example, the small farm has declined 
steadily in number, decade after decade, until just recently, when, 
I believe, the trend has been reversed. 


Mr. Jacosy: It is very important that we notice that a great 
deal of thought has been expended on the problem of small business. 
It is equally essential to the success of a free-enterprise system that 
we worry about the future of the small labor union and the small 
agricultural bloc. 


Mr. BEnTOon: I have a point to make here for Walsh’s comment. 
It seems to me that the purpose of the policy as laid out in this docu- 
ment is to reverse a trend of the kind you have described. If we are 
satisfied with the trend and with the direction in which we are now 
going, we do not need to examine principles of this kind in the field 
of national policy as aggressively as the Committee for Economic 
Development is attempting in this area of small business. 


Mr. Watsu: The principle is good, but what I am asking, how- 
ever, is whether you are prepared to support that principle, for 
example, by providing suitable credit for small business (it is very 
difficult for many small-business enterprises to secure credit now), 
whether you are prepared to supplement the anti-trust act by, shall 
we say, price-control devices that may bring some of these large, 
monopolistic enterprises into a competitive behavior, and whether 
you are prepared, systematically, to support the reappearance of 
small-scale farming where it has tended to disappear and large-scale 
farming taken its place. 


Mr. Benton: Walsh, I would like to welcome the C.I.O. into 
the councils of the C.E.D., jointly, the two organizations to study 
the problems that are involved in the development and growth in 
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providing the right kind of climate for a small-business enterprise. 
If you ever quit the C.I.O., come around to see me, because I will 
tell you some fields in which I think there is lots of opportunity. 


Mr. WALSH: Sometime, I will come around to see you, and you 
will give me a job. 


Mr. Benton: I will even get you credit; I will even find some 
credit for you. 


Mr. Jacosy: Let us get on to Benton’s next point. Here he puts 
in a good word for big business. His next principle in this twelve- 
point program is that it is in the public interest that business organi-_ 
zations should be allowed to grow and become great provided that 
the power which comes with size is not permitted to stifle competi- 
tion, Can we agree on that? 
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Mr. Benton: I want to emphasize one phrase in that point— 
also, providing it is the result of useful service to the community. 
A business that grows big as the result of this service is a different 
kind of growth and a different kind of big business from the finan- 
cial amalgamations which so dominated the utility industry in the 

twenties, as an illustration. 


Mr. Jacosy: All right; accepted. The final point in this series of 
points, which I have called more or less traditional in business think- — 
ing, is that group organizations in society—such as organizations of 
business into trade associations, veterans’ organizations, agricul- 
tural organizations, and so on—can be powerful forces in promoting 
the democratic process, provided that they subordinate their nar- 
row, selfish interest to the common interest. If they fail to subordi- 
nate it, then, their activities must be curbed by the people as a 
whole. 


Mr. Rum: The pressure-group problem is one that we will have 
with us always. Of course, it is not merely a business problem. We 
will have pressure groups as long as we have special interests, and 
we must reconcile ourselves to the fact that the pressure groups will 
support their special interests, because that is what they exist for. 


Mr. Jacosy: Isn’t the real problem one of how big a pressure 
group can become without becoming a danger to the rest of the 
society? 


Mr. Rumi: That is part of the danger, but the real danger is 
more than that. It is the tendency of pressure groups to form un- 
natural unions for the purpose of securing power—power that does 
not come because of a common interest as among the groups. 

For example, when the silver group, the butter bloc, and the 
Florida Ship Canal get together for the purpose of getting each, 
separately, what they have to get together and wanting nothing in 
common, then J think you have a dangerous situation. 


Mr. Watsu: This kind of perversion of the public interest 
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through the marriage of these private pressure groups for each 
other’s purposes, I think, is bad. However, I would like to com- 
ment on one of your points, Jacoby. It is not the size of a pressure 
group that is bad. I am connected with something now called a 
pressure group—namely, the Political Action Committee. I hope 
that it is a big pressure group; I hope that it is going to be very in- 
fluential. It is pressing concretely for international peace after the 
war and for full employment—what we are talking about. The larger 
it is and the more influential, the more it is going to advance Ben- 
ton’s program here. There is nothing wrong with the size of that 
pressure group. A big pressure group—or, indeed, a small one, if it 
happens to be powerful—may become a danger if it somehow gains 
control over the instruments by which you communicate with the 
people—say the public press or radio—and prevents other pressure 
groups and other groups from expressing their opinions freely con- 
cerning their own interests. That is what I would be alarmed about. 


Mr. Benton: There is one large pressure group that I would like 
to advocate, one which is advocated by a friend of mine interested 
in politics. He says that what the country needs is the biggest pres- 
sure group of all in the interest of the forgotten men of this country 
—the consumers. He says consumption is the only thing which we 
all have in common. He wants to form a consumers’ party. He even 
has a slogan for this party—‘‘The most of the best for the least.” 
That kind of pressure group I would favor, regardless of size. 


Mr. Jacosy: I would hope that we would resign from all others 
and join that one. 


Mr. Benton: That is what I would hope. 


Mr. Watsu: I am all for a consumers’ pressure group. By the 
way, I have been serving as one of a committee of the C.1.O. ap- 
pearing before the OPA, and, in my opinion, in the absence of these 
consumers’ pressure groups, the labor movement is the only large 
pressure group acting on behalf of the consumers’ interest in respect 
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to cost of living. Therefore, I suggest that you all join the labor 
movement. 


Mr. Roum: On the theory that we are all workers, I suppose. 
Mr. Watsx: I hope you are. 


Mr. Benton: I can more definitely claim and maintain the fact 
that you are a consumer than I can that you are a worker. 


Mr. Jacosy: I suggest that we go on now to some of the new 
points that Benton has incorporated into his business philosophy. 
The first one is that the economic system must be looked at not as 
an end in itself but as a tool for achieving the common good. 


Mr. BENTON: Perhaps we can pass that with just one comment— 
a comment I heard Hoffman make in a speech a couple of weeks 
ago in Washington. In speaking to this group, he stated that busi- 
ness groups in the past have tended, in their propaganda and in 
their annual authoritative statements, to state, in general, that what 
is good for business is good for you. They have tried to sell that 
viewpoint. Hoffman says that the future policy of business and of 
the business groups and the economy should be that what is good 
for you is good for business. 


Mr. WaAtsu: That is good. In other words, the economic system 
is not an end in itself—it is an instrument which we should use for 
purposes of realizing the good of people. 


Mr. Jacosy: Another of Benton’s points is that in a democracy, 
in which free enterprise is the way in which we organize our eco- 
nomic activity, there is a place for public enterprise as well as for 
private enterprise and that it is necessary for us to clarify basic lines 
of division between them. 

I have always heard the Chamber of Commerce speakers say that 
we ought to have less government in business. This, it seems to me, 
is something of a departure from that. It admits that public enter- 


prise has a positive role to play. 
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Mr. Rum: This is the sort of thing that shifts back and forth 
from decade to decade, of course. A hundred and fifty years ago it 
was not a matter of comment that the states should make railroads 
and ship canals, and I imagine that, as the future evolves, there 
will be shifts back and forth again on this point. 


Mr. Benton: I do not believe that, today, the utility industry 
would necessarily take as aggressive an attitude on the TVA as it 
did ten and fifteen years ago. I do not know about that, but per- 
haps it indicates some change in business attitude toward what we 
call government enterprise. 


Mr. Wats: In this area we must not try too sharply to divide 
public and private enterprise and commit future generations to re- 
spect that division. We need an area here in which public opinion, 
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year after year, can experiment. I daresay that, in the years ahead, 
perhaps other TVA’s may be the outcome of prevailing public 
opinion. 


Mr. Rum: We also must notice that there are mixed enterprises 
where both public and private enterprise share a common objec- 
tive. 


Mr. Jacosy: That is true. On his next point, it seems to me that 
Benton really strikes a new note for a writer of a business document 
on economic policy. He says that, to compensate for the weakness of 
their individual bargaining position, wage-earners need the right 
to combine into organizations for collective bargaining and that 
unions can serve the common good. 

Walsh, as research director of the C.I.0., I imagine that these 
words please you very much, don’t they? 


Mr. Watsu: They please me very much. I would like to give 
Benton, when this program is over, a union card, because it seems 
to me that he has become a labor statesman. 

Collective bargaining is an institution which, in my opinion, is a 
characteristic and natural part of a capitalist society. We have an 
unfortunate history in that this institution has been bitterly fought 
by many business groups. However, now it is recognized, under pub- 
lic authority, pretty much. 

My hope—my strong hope—is that the people of the United 
States, including business, after the war will subscribe to your prin- 
ciple, Benton, and continue to recognize this necessary institution 
and to work with it rather than to fight its very existence. 


Mr. Benton: I think that that is coming. But there is one other 
phrase which I would like to comment on in relation to this point. 
That is the phrase, ‘‘provided that the power cS these ea 
tions is not permitted to stifle technical progress.” 


Mr. Jacosy: That is very important. 
Mr. Benton: Some labor-union practices have stifled technical 
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progress. If we are to achieve high enough production in this coun- 
try in order to be able to divide and to give us, at the same time, the 
standard of living which we are seeking, we will have to break down 
these points. 

For instance, a friend of mine was building a war plant in Chicago 
in the early years of the war, and he complained bitterly to me be- 
cause the ceiling of that plant was being painted by painters with 
six-inch-wide brushes, and he was unable, under the painters’ union 
regulations in Chicago, to spray the paint on, to speed up thus the 
completion of the plant, and to get it going for war production. 


Mr. Rumi: But you must recognize that these restrictive prac- 
tices—both of business and of labor—spring very largely from the 
shortage of work and the lack of demand and the lack of confidence 
that such work is going to continue. 


Mr. BENTon: It is the fear of no chicken anywhere, and no pots, 
and no Studebakers. 


Mr. Rumi: I would like to ask Walsh one question. In your view, 
is the present legislative provision for collective bargaining sub- 
stantially adequate for postwar requirements? 
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Mr. Watsu: In my opinion it is; and, what is more important, in 
the opinion of American labor leadership, it is. The protection of the 
National Labor Relations Act seems to be sufficient. There is an 
anxiety, however, that business will act, for example, as a vice- 
president of one of the great motor companies told me his company 
was going to act as soon as there was a favorable political environ- 
ment—namely, to get out from any contract with the union and to 
uproot the union if it can. That would be different.3 


Mr. Jacosy: Our time is drawing short, and there are two other 
points in Benton’s program to which we ought to refer. Both of them 
relate to the expanding authority of government in the future. He 
makes the point that the government must use its tremendous tax- 
ing and spending powers after the war to try to dampen down busi- 


3 The National Labor Relations Board was created as an independent agency 
by the National Labor Relations Act, approved on July 5, 1935. The members 
of the Board are named by the President and confirmed by the Senate.The Act 
affirms the right of employees to full freedom in self-organization and in the 
designation of representatives of their own choosing for the purpose of collective 
bargaining, and it authorizes the Board to conduct secret ballots for the determi- 
nation of employee representatives, declaring unlawful those unfair labor prac- 
tices which abridge or deny the right of collective bargaining. 

The primary purposes of the National Labor Relations Board are to investi- 
gate issues, facts, practices, and activities of employers or employees in labor 
controversies; to see that employees have the right to self-organization, to form, 
join, or assist labor organizations, to bargain collectively through representatives 
of their own choosing, and to engage in concerted activities, for the purpose of 
collective bargaining or other mutual aid or protection; to prevent any person 
from engaging in any unfair labor practice affecting commerce. 

As set forth in the Act, the principal powers of the National Labor Relations 
Board are: 

(a) By the issuance of cease and desist orders, to prevent any person from 
engaging in any of the following specified unfair labor practices when they affect 
commerce; Interference by employers with employees rights of self-organization 
and collective bargaining; employer domination of a company union; discharge 
of an employee; or discrimination against him, because of his union activity or 
because he has filed charges or has given testimony under the Act; and refusal by 
the employer to bargain collectively with the proper representatives of the em- 
ployees. 

(b) To decide whether the unit appropriate for the purposes of collective bar- 
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ness cycles in order to prevent depression and booms. Closely allied 
with that is another point, that there should be, through the federal 
government, a system of social security—unemployment insurance 
and old age pensions—and that this system should be extended as 
rapidly as possible. That statement, as a statement of business 
philosophy, Benton, is almost sensational. 


Mr. Rumi: One of the most interesting things about it is that it 
is not merely a spending program but that it is also a program of tax 
reduction—leaving at home the purchasing power that otherwise 
might have to be pumped out again. 


Mr. Jacosy: It is very important after the war that we wisely 
distribute this eighteen- to twenty-billion-dollar annual tax burden 
that will have to be raised. It was not so important when it amount- 
ed to three or four billions before the war. Would you agree? 


Mr. Watsu: I would agree with that. I wish that we had more 
time to discuss this, but the use of tax and spending instruments 
by the government is interestingly emphasized by Benton here. It 
leads me to remark that here I, of the C.I.0., am with a couple of 
representatives of business and that we find a large common area of 


gaining shall be the employer unit, craft unit, plant unit, or subdivision thereof. 

(c) To certify the name of employee representatives designated; or to ascer- 
tain the names by secret ballot. 

(d) To order and conduct hearings and, if it finds a violation of the Act, to 
issue an order to cease and desist from such unfair labor practice. 

(e) To issue subpoenas, administer oaths, conduct investigations, and issue 
complaints. 

(f) To petition any circuit court of appeals for the enforcement of a cease 
and desist order. 

(g) To prescribe such rules and regulations as may be necessary to carry out 
the provisions of the Act. 

A charge that any person has engaged in, or is engaging in any unfair labor 
practice affecting commerce may be made by any person or labor organization, 
No formal complaint will be made until the Board has examined the facts and 
concluded that some ground for action exists: nor will the Board make public 
any charges against employers unless the facts show that a formal complaint is 
justified. 
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agreement in regard to goals—high employment, or full employ- 
ment, and large national income and high standards of life—an 
agreement on the desirability of free enterprise; and an agreement 
that there should be cooperation among business and labor and 
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agriculture, supplemented by a strong government, employing ~ 
these techniques to the end that we can realize these great goals. 


Mr. Jacosy: Our discussion of this twelve-point framework for 
postwar economic society indicates that American society can meet 
the postwar challenge if the American people overwhelmingly in- 
dorse a common goal, as they have done during the war, and if they 
support a definite framework of policy to achieve that goal. 

We found among ourselves here—and this is quite striking, con- 
sidering our own diverse backgrounds and interests and points of 
view—a very large area of agreement. 

The fact that Benton’s framework, which arises out of his busi- 
ness experience, contains a new and broader,conception of the role 
of government in society shows that different groups are now mov- 
ing closer together on goals. Certainly a wide discussion and clear 
understanding and general acceptance of American economic goals 
and policies will be absolutely essential in enabling American society 
to meet the postwar challenge. 


Ky 


The ROUND TABLE, oldest educational program continuously on the air, is broad- | 
cast entirely without script, although participants meet in advance, prepare a topical 
outline, and exchange data and views. The opinion of each speaker is his own and 
in no way involves the responsibility of either the University of Chicago or the Na- | 
tional Broadcasting Company. The supplementary information in this transcript | 
has been developed by staff research and is not to be considered as representing the 
opinions of the ROUND TABLE speakers. 


20 


The 
ECONOMICS OF A FREE SOCIETY | 
A Declaration of American Economic Policy 


by WILLIAM B. BENTON 


Reprinted by special permission of Fortune Magazine, October, 1944 


The following exposition of policy and the twelve-point statement, 
which are reprinted here as they appear in the October ForTUNnE, 
were prepared by Mr. Benton at the request of the research com- 
muattee of the Committee for Economic Development. It is the first 
supplementary paper to be issued by the research division of the 
C.E.D., and, although Mr. Benton assumes responsibility for 


these materials, they were approved in principle by the top 
leaders of the C.E.D. and its advisers. The series of papers, of 
which this is the first, have been instituted by the C.E.D. to make 
its work available to the public as well as to its staff. Further 
copies may be obtained by writing to the Committee for Economic 
Development, 285 Madison Avenue, New York City. 


E ARE fighting and working for the preservation and improvement 
We a free society. Today victory is our purpose. Tomorrow our goal 
will be jobs, peacetime production, high living standards, and oppor- 
tunity. This is more than “freedom from want.” It is “freedom of oppor- 
tunity.”’ We are fighting for both freedom from want and freedom of op- 
portunity. 

The conversion to peacetime production and the establishment there- 
after of new high levels of employment, production, and consumption are 
problems that all Americans must face. In particular, businessmen must 
grapple with these problems. They must begin to grapple with them now. 
They owe this to their fellow citizens in their own role as citizens. They 
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owe it too to themselves in their role as businessmen. And above all they 
owe it to the men and women who are now in the armed services. These 
problems are too urgent and too serious to be left to chance. 

In a free society all men are common in their rights and opportunities. 
They are frequently uncommon in their individual capacities to contribute 
to the common good. 

The free-enterprise system is a way of economic life open to hope—an 
economy open to new ideas, new products, new jobs, new men. It stimu- 
lates men of all talents and capacities to serve to the best of their abilities. 
It promotes the capacity of men for bold and independent action. The op- 
portunity to compete in a free and open market encourages men to study 
the actions of others critically—not passively to accept them—and then 
resourcefully to act for themselves or for their companies in supplying 
goods or services to the public. 

The pattern of the past is clearly visible: the economy of the U.S., 
originally largely self-regulated through competition, has been gradually 
modified as competition has lessened and as periods of depression have 
deepened, with the government playing an increasing role. There have al- 
ways been rules laid down by the government, but the actions of business- 
men have been largely determined by themselves and by the actions of 
their competitors. 

The twelve points [on pages 30-33] outline a basis for freedom un- 
der rules to which free men can subscribe today. These twelve points con- 
stitute a faith that preserves individual freedom ‘and yet recognizes the 
new role of government. Point X, which deals with the government’s 
fiscal control, would not have been widely accepted a generation ago. | 
Points VIII and XI, dealing with collective bargaining and social security, 
also develop from the lessons of recent experience. ) 

When we speak of a free-enterprise system, we use a term that has ; 
been widely misunderstood, as much because of the practices of its pro- | 
fessed friends as because of the professions of its actual enemies. It is of | 
vital importance to the future of the country that the term be properly 
understood. | 
| 


WHAT A FREE-ENTERPRISE SYSTEM IS NOT 


The free-enterprise system is not, never has been, and never should be, 
a system of complete laissez faire. For instance, it is: 
—not the freedom to seek profit by any and all means; 


—not the right to profit at the expense of the welfare of the community; | 
—not the freedom of any man to exploit any other; 
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—not the freedom to waste the natural resources of the country; 

—not the right to monopolize (which impedes or prevents the establish- 
ment of new businesses, creates scarcity, and imperils the spirit of enter- 
prise) ; 

—not the opposition to necessary and appropriate government regulation 
or operation (often for no other reason than that it is governmental); 
—not the appeal to government for subsidy or protection whenever ad- 
versity appears. 

These distortions have never belonged in a properly functioning system 
of free enterprise. They tend to pull down private enterprise. They can 
pull democratic government down on top of them. Indeed the amazing 
fact is that a system so much abused and s0 little understood has func- 
tioned as well as it has. Past deficiencies, however, do not demonstrate 
that a free-enterprise system will not work. They merely demonstrate 
that we have not yet made a concerted and deliberate effort to make it 
work with full effectiveness. We must learn how to outlaw its perversions 
and how to preserve and expand those beneficial features essential to a 
free society. 


WHAT A FREE-ENTERPRISE SYSTEM IS 


The free-enterprise system is a system of production, investment, and 
consumption under which private individuals and business firms, largely 
by their own initiative and responsibility, combine the community’s labor 
skills, managerial skills, and capital to produce the bulk of the goods and 
services men want. Its most characteristic features as compared with other 
economic systems are: maximum dependence upon competition and the 
free play of prices to determine who shall produce what, maximum de- 
pendence on profit as an incentive rather than on compulsion or prestige, 
and maximum emphasis on free personal choice among the economic op- 
portunities—be they goods or jobs—that are available to men. 

Under a free-enterprise system, men risk their resources in private 
venture in the hope of personal gain. A free enterpriser is a young man 
going to night school to train himself for a profession, a lawyer moving to 
another locality in the hope of developing a better practice, a worker tak- 
ing special training to achieve a skilled status, a man shifting from one 
job to another in search of a better opportunity. In a system of free enter- 
prise, private assets, whether of money, talent, ambition, or energy, are 
risked in the hope of gain—whether by a businessman seeking profit at 
the risk of loss, by a tenant buying his own farm at the risk of a mortgage 
debt, or by a young man starting his own small business at the risk of 
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losing his savings and the steady job he held. A true system of free enter- 
prise thus encourages venture and risk taking, whether by an individual 


worker or by a group of individuals in the form of a cooperative or a big . 


corporation. 

In the U-S. there are four million or more farm enterprisers, more than 
one million self-employed who work as their own bosses, more than two 
million private businesses with one or more employees. These provide 
enormous opportunities for innovation and experimentation. After the 
war, America must create an economic climate that will develop millions 
more. Can any centrally controlled economy hope to maintain the dy- 
namic drive, the ingenuity, or the diversity of creative impulse of these 
millions of enterprises? Their persistent search for improvement results 
in progress: better products and services adapted more closely to the de- 
sires of the buyers at ever lower prices. The driving energy of private in- 
centive thus serves the economic good of the nation as a whole. 

The effect of this drive for improvement is clearly visible in the history 
of the last forty years. Since 1900, new and better machines and better 
methods have more than tripled manufacturing output per man-hour of 
work. For the economy as a whole, output per man-hour in recent decades 
has been increasing at the rate of 23 per cent per year. 

Much of this increased production, moreover, has reached the con- 
sumer in the'form of new and improved products—the radio, the auto- 
mobile, the airplane, electrical household equipment, vitamins, and a 
thousand other things that have enhanced enjoyment and opened up new 
vistas of good living. 

Nor is there indication that the upward trend of production per man- 
hour is slackening or is likely soon to slacken. If it is merely maintained 
at 23 per cent per year, the production per hour of work will be doubled 
in the course of the next twenty-eight years. That will give us twice as 
large a volume of goods and services per capita if we maintain high em- 
ployment or, if it seems preferable, we may have an equivalent combina- 
tion of more production and more leisure. This is no fantastic dream. It 
can be achieved. It will be achieved if we maintain the essential features 
of our system of free enterprise and successfully prevent mass unemploy- 
ment. 

Further, a free market open to the development of new, independent 
enterprises will continue to provide an economic basis for political free- 


dom. Such a market breeds the millions of rival producers and sellers who ° 


do not need to cater to private or public overlords. They help keep the 
balance on the side of freedom and against the arbitrary exercise of eco- 
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nomic power. They provide the competition that minimizes the need for 
government regulation and operation. They provide an element of bal- 
ance that counteracts potential dangers to our democratic institutions. 

Lack of competition stifles the free market. So-called monopoly prac- 
tices of business, labor, and government, which remove the necessity of 
trying to undersell a competitor or to match or improve on his quality, in- 
duce complacency. Such practices have no place in a free-enterprise sys- 
tem designed to serve the common good. They require government action 
either to remove their source or, where monopoly is essential to public 
service, to regulate them in the public interest. 

The American people have continued up to now to tolerate abuses 
that have developed in our economic system because of their conviction 
that the free-enterprise system, however they may have abused it, has 
achieved a net gain substantially greater than that to be expected from 
any other system. They believe it can be made to work for the good of all. 
They want it to work with the maximum possible effectiveness. They see 
in it a chance for a better life for themselves. Almost unanimously, they 
want it for their sons and daughters. They see in it an economic tool that 
properly used will reinforce and not endanger constitutional democracy. 


THE U.S. IN THE WORLD ECONOMY 


After the war, the U.S. must decide on how best it can aid in the main- 
tenance of world peace. It must decide on the part it will play in the world 
economy. Under its bylaws the Committee for Economic Development 
dedicates itself to the problems of the domestic economy. However, its 
members recognize the imperative necessity of a world climate favorable 
to enterprise and believe that high levels of employment and productivity 
can be most readily achieved and maintained in America in a world en- 
vironment providing a maximum opportunity for private enterprise in 
international trade. 

Questions pertaining to our international obligations and our inter- 
national economic opportunities involve matters of military and political, 
as well as economic, strategy. They are not ours in the U.S. alone to de- 
cide. Decisions of other countries will inevitably affect ours and will do so 
in ways that are hard to foretell. 

One thing is certain: the maintenance of high levels of production and 
employment in the US. will be one of the most important influences con- 
tributing to prosperity and peace throughout the world. Depression here 
will breed depression if not fascism abroad. Prosperity here will beget 
prosperity and stability in other countries. 
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After the war, the U.S. must learn to import, as well as export, if we 
are not to disrupt the economies of other countries and if we want to be 
paid for what we sell. We must buy goods and services from others to give 
them the means to buy from us. 

Whatever America’s future role in world trade and commerce, it has 
the strength and must develop the ability to work out its economic des- 
tiny within the framework of a system of free enterprise for itself. Within 
this framework, it must learn how to deal with those countries that have 
other economic systems. 


GOVERNMENT AND BUSINESS 


If private enterprise is to fulfill its promise and its obligations, the 
people through their government must police it without obstructing it, 
must encourage it without pampering it, and must help provide it with a 
balance wheel in times of business boom or depression. 

We are at a crucial point in the development of free enterprise in 
America and in the world. From the founding of America to the closing 
of the western frontier, American enterprise kept pace with the expand- 
ing population that penetrated the empty or thinly inhabited acres of the 
West. Since then the development of American enterprise has been based 
on the boundless opportunities offered by the ever accelerating wants of 
the ever more populated centers of the U.S. and the globe. The present 
social and scientific frontier offers greater opportunities than did the thin- 
ly populated geographic frontier for high production, consumption, and 
employment. In the development of this new frontier, great economic or- 
ganizations have been created that present new problems in the relations 
of government and business. Before we can take full advantage of the 
internal frontier, we must develop greater insight into the responsibilities 
of both government and business and into the rules upon which a free- 
enterprise system must rest. 

Much past government regulation has been necessary and in the inter- 
est of preserving free enterprise. All wartime regulations, when hostilities 
cease, cannot be immediately removed on the fallacious principle of “a re- 
turn to normalcy.” After the war, the role of “government-in-business”’ 
will and must be lessened in many areas of the economy, transferred in 
others, and increased in still others. 

A high degree of imagination, goodwill, and inventiveness will be re- 
quired in the new world after the war to work out improved rules of the 
game. We shall require improved forms of administrative organization 
for carrying out those rules, in the enforcement of which a large measure 
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of human discretion is required. The more skillfully we handle the role of 
government in the economy, the less the role that government may have 
to play. More adequate government skills must be devised, for example, 
to help stabilize the economy against the effects of the “business cycle.” 

We must rid the economy of injurious or unnecessary governmental 
regulation, as well as administration that is hostile or harmful. Moreover, 
businessmen must rid themselves of hostility to evolution and change in 
the responsibilities of government in the discharge of its proper functions. 
Without government, business cannot do the job after this war that must 
be done. Wherein is government regulation in the public interest? Wherein 
is it restrictive and harmful? The answer to these questions is imperative 
to the future of our economy. 

Prior to the depression of the thirties, the government budget averaged 
around $3,500,000,00o—about so per cent of corporate profits in a fairly 
good year. After the war, the government budget will perhaps average 
$16 billion to $18 billion—more than corporate profits are likely to be. If 
mass unemployment is to be prevented, the American economy must pro- 
vide seven to ten million more jobs than in 1940, a year of peak peacetime 
production. If America is to raise its standard of living, and to meet its 
governmental expenditures out of national income, these jobs must be 
productive jobs—they must be jobs that are responsive to the need and 
demand of the public. 

After the war, the American people must insist that their government 
pursue constructive fiscal, monetary, and other policies that provide a 
climate in which a private-enterprise system can flourish. The failure to 
insist on this may lead to some form of dictatorship or fascism. Thus far 
the appeal of totalitarianism has fallen on deaf ears in the U.S. commu- 
nity. But totalitarianism thrives on fear bred by war and want. If, after 
the war, millions of men cannot find work that gives a man human dignity, 
our democratic community may turn to it in desperation. 


OPPORTUNITY AND SECURITY 


“Opportunity” and “security” are not conflicting alternatives. Oppor- 
tunity is an indispensable part of true security—the opportunity to earn 
an adequate income through work, the opportunity to risk one’s energy 
and savings for profit, the opportunity to live decently, to aspire to live 
better, to educate one’s children, and to develop the highest powers in- 
herent in every man. 

Throughout all history, men have not been able to grow enough food 
for all the people, or to build them all homes, or to provide them all with 
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adequate clothing. The technological advances already achieved by in- 
dustry demonstrate the possibility of creating high levels of food and 
shelter and clothing for all our people. No artificial restrictions should be 
allowed to stand in the way of further technological advances and their 
full utilization. Labor, agriculture, and government, as well as business, 
must divest themselves of all practices that check expansion of produc- 
tion or that restrict output. They must all make appropriate adjustments 
to the age of abundance which today’s technical advances have made 
possible. In so doing, they can find their own opportunities and at the 
same time fulfill their obligations. Thus they can play their part in a free- 
enterprise system that makes possible genuine security. 

While it is obvious that real security lies in the availability of good jobs, 
men should and will seek security against the hazards of unemployment 
and the inability to work. The goods and services required to supply se- 
curity against unemployment and old age are, however, derived from the 
total production of the economic system. A bookkeeping credit to an old- 
age pension in 1944 must be paid out of the country’s total production 
when the credit falls due. To achieve high production, so that such cred- 
its can be paid without hardship, our system requires rewards for energy 
and initiative. A balance must be struck between the output going to pro- 
vide security and the output going to provide rewards for work, i.e., 
wages, salaries, fees, royalties, profits, etc. Only if opportunity for reward 
is provided will the economic system develop the high level of production 
required to provide social security. Real security depends on the abun- 
dance to be shared. Only through providing opportunity for the individual 
can abundance be secured. 

Men want the security that includes opportunity. It is discouragement 
that has germinated the “‘security psychosis” that in some countries has 
induced men to take a defeatist view of human life and abandon human 
freedom. 


THERE’S STILL AN AMERICAN DREAM 


There is nothing in all the horrors and suffering of war that gives any- 
one the right to believe that victory will produce utopia or anything like 
utopia. All victory will do is remove certain specific dangers. The process 
of making war may or may not increase the capacity of men to cooperate. 
The Committee for Economic Development believes that a major part 
of the problem after the war is to replace fear and discouragement by hope 
and initiative. It believes that ignorance of economic processes must give 
way to understanding and intelligent action. Through the enterprise of 
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man, new high levels of employment and productivity can be achieved 
that will open new horizons of hope for the individual. 

New products and services that only wait for development—they are | 
everywhere around us—will beckon men on to renewed exertion. America 
stands at the gate of an age of plenty. The key is in our hand. A system of 
free enterprise, based upon the principles herein set forth, can act as the 
provider as well as the safeguard of democracy. 

Most Americans would agree on the economic goals for America: a 
community permanently rich in opportunity and security. We can secure 
both if we work together. We can work together only if we understand 
one another. The people of America can build an America—and _ help 
build a world—that is in fact the land of the free. 

We in America have always had a dream. We have never lost it. We 
have it now. With the enterprise, initiative, and good will of man urged 
on to the common good, we can make that dream come alive—not in the 
millennium but in the America of the approaching tomorrow. 
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A FRAMEWORK 
FOR THE POSTWAR ECONOMY 


I 


The good of all—the common good—is a means to the enduring happi- 
ness of every individual in society and is superior to the economic interest 
of any private group, not only in war (when the validity of the principle 
is obvious) but in peace as well. 


II 


The privilege and responsibility of every citizen in a democratic society 
is to share in defining the common good as well as in giving service to it. 
The economic system is a tool for achieving the common good and ina 
free society is shaped, maintained, and modified by the free choice of the 
whole community. 


Il 


The economic system chosen by the American community is loosely 
(often too loosely) called the free-enterprise system. This system, when it 
functions properly, permits the maximum freedom to the individual con- 
sistent with the common good. It supports and reinforces political liberty 
and provides the greatest opportunities for the development of all men 
and the attainment of their individual as well as their common aspirations. 


IV 
In a democracy there is a place for private enterprise and there is a 
place for public enterprise, and it is necessary to clarify basic lines of 
division between them. The area for private enterprise should extend to 
the limit of the ability of private individuals better to serve the common 


good. Beyond this limit, government enterprise can better serve that 
good. 


Vv 


In that part of the economy where private enterprise can better serve 
the common good, the people through their government must devise and 
enforce rules of the game—reasonably stable rules that will encourage 
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private, voluntary enterprise—rules to which government itself will ad- 
here and which government will enforce—rules that intelligent and for- 
ward-looking men can understand and under which they can operate for 
the common and their own good. 


Vi 


Essential to a system of free enterprise is a climate in which new, small, 
and independent business can be conceived and born, can grow and pros- 
per. New, small business is the bulwark of a system of free and private 
enterprise. If the opportunities for new business are destroyed or other- 
wise disappear, a system of free enterprise will atrophy. 


VII 


It is in the public interest that business organizations be allowed to 
grow and become great as the result of useful service to the community. 
Provided that the power that comes with size is not permitted to stifle 
competition and is not permitted in other ways to be abused, big business 
can serve the common good. 


Vil 


To compensate for the weakness of their individual bargaining posi- 
tion, wage earners need the right to combine into organizations for collec- 
tive bargaining. Provided that the power of these organizations is not per- 
mitted to stifle technical progress, or unduly to limit access to jobs, or in 
in other ways to be abused, labor unions can serve the common good. 


IX 


It is the natural tendency of men with interests in common to organize 
into groups for their own advantage. Such organizations, not only in 
business and labor but in agriculture and among veterans and consumers 
and others, can help their members and the general community to a bet- 
ter understanding of the relation of individual interests to the common 
interest. Such group organizations can thus be a powerful force in promot- 
ing the democratic process. However, should they use their power to 
further monopolistic practices, cartels, or other special interests that 
check the rise of the country’s standard of living, they can become dan- 
gerous. In unnatural combination with other self-seeking interests, a so- 
called ‘‘pressure group” can pervert the integrity of the legislative proc- 
ess. Such activities may constitute the great political problem of America 
in the days ahead. All organized groups must subordinate their narrow, 
selfish interests to the broader common interest. They must voluntarily 
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accept social responsibility or, failing this, their activities must be curbed 
by the people as a whole in order to preserve a free society for the in- 
dividual. . 


xX 


Prolonged and severe depressions, as the result of which millions lose 
their savings and their jobs, cannot be accepted as natural and irremedi- 
able phenomena. The people’s elected representatives and the agencies 
of government are responsible for establishing fiscal, monetary, and other 
policies that help prevent the fever of inflation and the paralysis of de- 
flation and depression. Constructive policies respecting taxation and 
public expenditures (including expenditures for public works), intelligent 
handling of the national: debt, and enlightened control over credit and 
money can greatly retard or prevent excessive swings of the business 
cycle. Consistent governmental policies that conform to the community’s 
standards of justice, and that are understood by the community, are vital 
both for developing consumer and business confidence and for maintain- 
ing the flow of buying power needed to sustain high levels of employment 
and productivity. 


XI 


To the extent that the free-enterprise system fails to meet the impera- 
tive need for high employment and productivity, the cause of the diffi- 
culty must be identified and removed as promptly as possible. While 
taking steps to expand private.employment and needed public employ- 
ment, the government must do its. best to provide for those who are un- 
able to find work, never losing sight of the fact that unemployment bene- 
fits are at best but a poor substitute for the opportunity to work and earn 
a living. The American people recognize that the adjustments which are 
inevitable in a changing and developing economy often work hardships on 
individuals. Through their federal government, they have wisely provid- 
ed in the past, and should continue to provide in the future, a program of 
social security-unemployment insurance and old-age pensions—for the 
benefit of those who are unable to work or, if able and willing to work, are 
for any reason whatever unable to find sufficiently remunerative employ- 
ment to protect themselves against want. Such individual protection 
against hazards should be extended as rapidly as practicable. 


XII 


An economic system based on private enterprise, Americans believe, 
can better serve the common good, not because it enables some men to 
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enrich themselves, but because it develops a high and rapidly rising level 
of living. It can best ensure the American prosperity so vital to world 
prosperity and to world peace. It can provide the maximum economic op- 
portunity for the largest number of individuals of the community. It can 
foster the development of the native capacity, ambition, and resourceful- 
ness of the individuals of the community, and protect the personal free- 
dom and well-being of the individual from the dangers inherent in too 
great a concentration of either private or public power. 
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I. 


What Do You Think? 


What would you propose as the most important economic goals 
for the postwar era? How can they best be achieved? How far 
do you think that business itself can and should go in assuming 
the responsibility for maintaining a high level of employment 
and production after the war? How much responsibility should 
government take? 


. How would you define the “free-enterprise”’ system? What have 


been the successes and failures of the American system of free 
enterprise? Do you think that this system will be able to meet 
the economic problems of the postwar era? 


. What is the importance and significance of small business for the 


future prosperity of the United States? What program would 
you favor to promote small-business enterprise? 


. What indications are there that “big business” will emerge big- 


ger and more powerful in relation to ‘‘small business”? when the 
war is over? Is such a trend desirable? What criteria would you 
employ in determining how large business should become? 


. Do you believe that it is possible for our nation to remain demo- 


cratic and yet cope with such problems as unemployment, taxa- 
tion, housing, and other similar issues of the postwar era? Is it 
desirable for the government to take an increasingly important 
role in the control of the economic life of the nation? Discuss. 
Has the war experience changed your views on government, on 
business, on agriculture, and on labor? 


. Evaluate the twelve-point program for the postwar era, as out- 


lined in this discussion, in terms of your own standards for the 
postwar economy. Is it, in your opinion, adequate to meet the 
postwar challenge? What policies would you advocate in rela- 


tion to: social security, taxation, banking, labor, monopoly, 
trade? 
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